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times as high. Patel shows that the much higher rate of growth in
China was accounted for by two reasons: first, the higher rate
of growth of investment, and secondly the more efficient use of
capital, i.e. a lower capital/output ratio. The low capital/output
ratio was not primarily owing to low levels of technology (as he
points out, the attempt to use small blast-furnaces had to be
abandoned). It was due essentially to more efficient planning of
the scarce investment factor by, for example, massive use of un-
employed and underemployed labour for capital works, better
utilization of capital equipment (in contrast to India) and the
practical application of simple but highly productive modern
agricultural techniques. But for present purposes the main theoretical
and practical conclusion to be drawn from this experience is that the
rapid increase of investment in China was not associated with any
decline in aggregate consumption. During the period, consumption
rose by about one-fourth in India and by over 80 per cent in China.
In 1950, per capita consumption in China was approximately
one-third less than in India. By 1958 it was slightly higher.
The next article to which I should like to draw attention appeared
in 1959 and was entitled "Export Prospects and Economic Growth :
India". This is an important example of the application of Patel's
technique of analysis to a major problem facing all developing
countries. Their dilemma is a familiar one. Investment has to be
raised to generate growth. This means the application of more
capital, primarily in the form of machinery. Most of this machinery
has to be imported from the industrialized countries and has to
be paid for primarily out of the export proceeds of the developing
country- The exports of the developing countries are mainly in
the form of agricultural raw materials, minerals and comparatively
easily manufactured consumer goods such as textiles. Leaving
aside the special case of those countries producing petroleum
and some metals, world markets for such commodities are
approaching saturation, or afr best growing slowly. Moreover, the
terms of trade tend to turn against the developing countries. Hence,
in the absence of massive aid, the bulk of which has to be repaid,
a major limiting factor on the growth process is the ability of
developing countries to pay for the imported capital equipment
they must have to promote real growth. India has suffered seriously
from this dilemma, particularly since she has largely exploited

